4r i. 

country 

SUBJECT 


GLASSIFICATION SBSSfev. - 
Approved For 

mFORMATION REPORT 



Hungary 


CONFIDENTIAL 


DATE DISTR. lJUT-j! 1949 


Hungarian Banking 


NO. OF PAGES S 



X* the Hungarian National Bank 

In the course of 1948, following the January 1948 bank mtionallsation layr, 
the entire banking power in Hungary was concentrated in the national Bank.-) 

V/ith a few exceptions , to be enumerated later, all othor Hungarian banks 
were liquidated, sold, or merged* The main element of the pewrer of the 
national Bark is the fact that it controls all credit, partly through subsidi- 
aries, and that it controls the monetary aspects of the foreign exchange 
policy* Hungary has the so-called "one account system for each nationalised 
business or corporations According to this system, each company can have 
only one account and that is with the national Bank* The company cannot 
dispose of any money without the consent of the national Bank. The national 
Bank withholds approval for expenditures if said expenditures ore not in 
accord with the so-called "finance plan" of the company approved in advance 
by the national Planning Bureau which is the subsidiary of the Supremo ■ 

Economic Council* All oolleotions also go into the "one account" • The 
national TtanV has tte power to give rediscount facilities to all the remaining 
bonking institutions, but in practice it has ceded its credit-giving 
functions only to the national Cooperative Credit Institution and its branches. 


2 e national Cooperative Credit Institution 

The national Cooperative Credit Institution acts as the parent bank for a 
series of agricultural cooperative banks, each of whioh can offer limited 
credit facilities to artisans, small merchants, and cooperatives® 

S* national Savings Bank 

The national Bank has transferred all private bonking functions to the 
national Savings Bank. The bank handles all savings and other alleged 
private accounts. On 1 tlarch 1949 it was merged with the old established 
Postal Savings Bank® 


4 C The Hungarian Coanuercial Bank of Pest 

a® This bank has been stripped of all initiative in foreign trade but has 
been given exclusive right to handle the technical side of financing of 
foreim trade® The national Bank has ceded to the Commercial Bank the 
right of handl ing the blcoked accounts, jrf Jtomrim nationals abroad 
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«s»i also the right of handling the accounts of persona authorized to peases* 
foreign exchange* In effect the Commercial Bank la a branch office of the 
Ifcfei aaa l Bank* dealing with foroiga trade finances* Since March 1948 it has 
been tte only baifc authorized to handle foreign exchange* although some of 
the barks in liquidation did not dose out their foreign exchange accounts 
completely until August 1948* 

b* The National C erase roial Bank has absorbed the so-called "Bank of the Danube 
Valley*, which was founded in 1945 by the Corammist Party of Hungary* The 
shares were In the possession of the State* In April 1948 the government 
node an arrangement with the Commercial Bank by which the Conmercial Bank 
purchased all the shares of the "Barik of the Danube Valley” for a nominal 
pries* The government will get all surplus profits accruing from the liquida- 
tion of the bank* This does nob constitute a merger of the two banks* The 
"Bank of the Danube Valley” had always had a large amount of ready cash and 
fre©ly gave credit for exorbitant rates, up to 30 percent, while other banks 
hesitated or were unable to give credit* This was particularly true after 
the currency reform when all ertter banks became dependent on the rediscount 
facilities cf the National Bank, and were limited to an interest charge of 
Six percent. In effect the "Bank of the Danube Valley” was a money-lending 
agency an d many of its deals were extremely corrupt* For a time the bank 
brought in considerable profit to the Communist Party, but after the Sank 
Nationalization Act of 1 January 1948, the bank was no longer essential to 
the Party since in effect all banicing facilities have come under Party contrci. 
through domination of the gov ern ment* The personnel of the "Bank of the 
D anub e Valley” was distributed among the re m a in i ng banking institutions, but 
the majority went to the Caamoroial Bank, including Direct car Havas, menticaaed 
below* 

e» The titular director of the Cocsneroial Bank is Taos, a former Social Democrat 
who has been director fer many yearsi be is about 65 years old* The actual 
head is the deputy manager Havas ^ described as a good Communist but a poor 
banker* 


8. Personalities t Sulyck and Frias 

The new Hungar ian Under Secretary of State for Finances, Bela Sulyck, appointed 
in late February 1949, is one of the strongest financial men in the current 
regime aai must be reckoned with in any international financial negotiations* 

Bela Sulyck, age approximately 45, married with two children, comes fraa a 
wealthy Jewish family named Schleifer* The date of his change of name is not 
known* He received a good education and joined the underground Hungarian Commu- 
nist Party in the late twenties under tho influence of his boyhood friend. Fries, 
ocas of the leading Hungarian Communists* Before the war, Sulyck was a minor 
employee of tte Allgemeine Spaarkasse (General Savings Bank), which in 1938 merged 
with the Hungarian General Credit Bank* After being dismissed, for racial reasons, 
Sulyck ha$ a few private accountant jobs and then was sent to compulsory labor 
camps where he suffered considerably* In 1945 Sulyck emerged as deputy general 
manager of the State Social Insurance Board or Institute which is under the 
Ministry of Public Welfare* He was appointed General Director of the Ccsisnercial 
Bank in January 1948 but left in May 1948 to become Deputy General Manager of 
the National Bank® As indicated above, he became under Secretary of State fear 
Finances in February 1949. His functions in the Ministry of Finance include 
those of foreign finance chief, formerly held by Kokes, administrative chief , 
and chief of the sections dealing with the National Bank and with internal 
credits* According to source, Suiyok is able to handle all his jobs effectively. 
Sulyck is a convinced Communist and apparently incorruptible* He believes in 
the need for smooth functioning of economic processes and therefore does not 
cause drastic personnel and organizational upheavals* He is extremely reasonable 
in all his dealings. Because his position in the Party hierarchy is solid, 

Suiyok is am of tne few Hungarian Communists who can allow himself to take cm 
bourgeois manners in conversation, clothing, and standard of living® He is fro© 
to do business in a "Western” manner and in spite of the fact that h© is basically 
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ma unassuming naan cf simple habits# he flaunts his Western” airs* This may 
cause foreigners dealing with him to underestimate his Ccranunist loyalty* 

Sulyck is not a genius# but ho is intelligent* and# above all* has a tremendous 
capacity for work spending 16 hours each day on the job. 

Fries (mentioned above) also cooes from a wealthy Jewish family 0 lie became a 
Gatrmmisb as a student* and in the thirties# went to Hose opt. Fran 1945 to 
194S he was nominally chief of the Economic Research Department of the Hungarian 
C ceramist Party * bit actually he was the financial power behind the scenes 
representing the Ifosccw point of view. He has returned to Moscow and his place 
has been taken by a twenty-six year old Ccexmanist named Ssita* 

Hungarian Fore i gn Exchange Situation 

The main sources of foreign exchange of the Commercial Bank are exports of 
agricultural products to Great Britain and Switzerland* The min source for 
the National Bank are the proceeds from dealings with the JOINT which are not 
handled by the Commercial Bank. In this connection source states that discussions 
are in progress between the Hungarian Government and Israeli representatives re- 
garding emigration ponaits* Jewish informants '’reasonably” close to the 
negotiator© told source that the Hungarians wanted between five and ten million 
dollars as "ransom” for approximately 25.000 Jours who wish to leave the country® 
The negotiations between Minister Gero and the Israeli Minister of Prague# Ichud 
Avr iel* have broken down several times caa this issue* This has had an adverse 
effect cm commercial talks which parallel the emigration negotiations# bub source 
knrare of one deal for 17*000 tens of Israeli sugar which was completed. 

Soviet Banks 


All Hungarian trade with the Sovivfc Union is conducted by or through the Soviet- 
<£?ned Bank far Commerce end Industry (llerkur)# which authorises the release of 
foreign exchange for imports connected with production vital to Soviet interests® 
Source believes that the Soviets desire a minimum output of consumer goods in 
Hungary and that the erphasia cm heavy industry is not intended as a means of 
building up a supply point for the Soviet Union* but as a war potential for 
Hungary itself* The Soviets in any case are not importing heavy industry products 
from Hungary* 

Foreign Holdings o f the Hungarian Con nercial Bank 

Bela Sulyok# Under Secretary of State for Finances* and Haras 0 deputy manager 
of the Commercial Bank# are new in Switzerland attempting to offset the transfer 
of Coameroial Bank holdings in Switzerland to the National Bank® The chief 
foreign assets of the Ccraneroial Bank are 600 kilograms of pure gold belonging 
to the Swiss firm Haftug A.G®* Tahlstrasse 11* Zurich, Switzerland# the directors 
of which are Dr e Max Schneider and Hans Munch. The gold is deposited with tl© 
Swiss Benkgesellschaft and the Swiss Creditanstalt, and the shares of the firm 
Haftug are controlled by the Hunger Ian Commercial Bank® 

A certain Pater Katana# former employee of the Bank of the Danube Valley and now 
of the Hungarian Commercial Bank, and a Stephen Rooz of the Hungarian Commercial 
Bank# are also in Zurich now trying to effect transfer of 600 kilograms of gold 
to Dr® Wespi and Dr* Hugo Joker# attorneys for the Hungarian Commercial Bank# 
which in turn will transfer the assets to the cnccunfc of the Hungarian Commercial 
Bank® 

In December 1948 the Hungarian Corsraercial Bank had control ever five Swiss holding 
canpanieso Three of these holding companies were formerly the property of the 
Hungarian Discount and Exchange Bank* Vaga A*G*, in Zurich; Velunga A®Go in 
GlaruBj and Isaterzell A.G.# also in Glarus* The Hungarian General Credit Bank 
had two holding companies whose names source cannot remember® 
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